Recent discussions of New Zealand's relative economic performance have drawn a link between firm-level productivity dispersion and a lack of competitive pressure. This note describes a simple example using New Zealand firm-level data which casts doubt on the assertion that New Zealand has a "long tail" of low productivity firms relative to other countries.
Introduction
Over the last 20 years, advances in the availability and analysis of business microdata across countries have generated a new set of stylised facts, some of which initially seem to be at odds with standard assumptions of competitive markets. In particular, firm-level productivity research "documents, virtually without exception, enormous and persistent measured productivity differences across producers, even within narrowly defined industries" (Syverson, 2011, p326 ).
More recently, comparisons have been drawn between productivity dispersion in New
Zealand and that in other countries. One of these comparisons suggests that labour productivity in New Zealand is more widely dispersed than that in comparator countries. This finding has been used to argue that the New Zealand economy suffers from a lack of competitive pressure. However, international comparisons of this nature are inherently subject to a range of practical and conceptual difficulties. The analysis below describes a simple example using New Zealand firm-level data which casts doubt on the assertion that New Zealand has a relatively wide productivity distribution.
Analysis
Using data from Statistics New Zealand's Longitudinal Business Database (LBD), we generate measures of multi-factor productivity (MFP) dispersion for New However, a simple restriction to employing firms suggests a very different picture. All observations have been jittered and outliers dropped in accordance with Statistics New Zealand confidentiality requirements. All four graphs are presented on the same scale.
3 Conclusion
The results reported above are in no way an attempt to provide an answer to the question of whether the productivity distribution in New Zealand is in fact wider than that in comparator countries. Nor should it be used to infer anything about the relative degree of competition across different manufacturing industries within New Zealand. Rather, it is intended simply as an example to show that a simple restriction on data coverage, made by default in many other jurisdictions, is sufficient to generate measures of productivity dispersion which fall on either side of potential comparator. International comparisons of this type need to be carefully evaluated, with regard to both comparability of the data and methods and the appropriateness of inference in different contexts.
